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Washington Natura Gas Company (FE Docket No. 90-88-NG), December 31,
1990.

DOE/FE Opinion and Order No. 469

Order Granting Long-Term Authorization to Import Natura Gas from Canada
and Granting Interventions

I. Background

On October 10, 1990, Washington Natural Gas Company (Washington Natural)
filed an gpplication with the Office of Fossl Energy (FE) of the Department
of Energy (DOE) under section 3 of the Naturd Gas Act (NGA), for
authorization to import from Canada, on afirm basis, up to 15,000 MMBtu per
day (14,434 Mcf/d) of naturd gas beginning on the first day of the month
following the issuance of the authorization and extending through October 31,
1999. The proposed imports would be purchased from Canada at a point on the
U.S.-Canadian border near Sumas, Washington, pursuant to a gas purchase
contract between Washington Natural and Poco Petroleums Ltd. (Poco). Existing
facilities would be used for the importation and trangportation of the
proposed imports.

Washington Naturd isanaturd gas ditribution company serving 61
cities and towns and adjacent unincorporated areas within its five-county
sarvice arealin the State of Washington. Washington Natura provides service
to approximately 330,000 customersin its service area.

The gas that Washington Natura will purchase from Poco will be supplied
initidly from Poco's Alberta Pool in the Province of Alberta, Canada. Poco
will be respongble for arranging the ddlivery of the gas on afirm bass
through the facilities of Westcoast Energy Inc. (WEI) to the point of delivery
under the contract at the international border near Sumes,
Washingtor/Huntingdon, B.C. At the delivery point, the gas will enter the
facilities of Northwest Pipeline Corporation (Northwest). Washington Natural
will be responsible for arranging the transportation of the gas from the
delivery point through the facilities of Northwest to Washington Naturd's
distribution system. Northwest will provide firm transportation for Washington
Natural under Northwest's Rate Schedule TF-1.

Poco will file for gpprova from the provincid authority in Albertafor
removal of the gas committed under the contract. Poco has applied to the



National Energy Board of Canada (NEB) for gpprova to export the ges.

Asaresult of both Washington Naturad's reduction in purchase
commitments with Northwest under the pipeline's open-access program and
Washington Natural's growing market requirements, the applicant maintains that
it must contract for gpproximately 95,000 MMBtu per day of firm gas supply.
According to Washington Natural, the long-term contract with Poco for 15,000
MMBtu per day is an important component of the firm gas supply needed to
supplement the current firm service provided by Northwest. The gpplicant
maintains that it requires the firm supply that will be purchased from Poco to
provide continuous relidble service to its firm resdentid, commercid, and
gmdl indudrid customers.

The term of the import arrangement extends through October 31, 1999. The
contract provides for amaximum daily contract quantity (MDQ) of up to 15,000
MMBtu per day (14,434 Mcf/d). Washington Natura is committed to purchase a
minimum annua quantity equal to 55 percent of the MDQ multiplied by 365, and
aminimum monthly quantity equd to the lesser of 331/3 percent of the
contract quantity per day multiplied by the number of daysin the month or 10
percent of Washington Natural's total purchases of gas supplies for
utilization in its syssem market. In the event that Washington Naturd fals
to nominate the minimum annua quantity, Poco may reduce the MDQ asits sole
remedy. Washington Natura anticipates no difficulty in meeting the monthly
and annual takes under the contract.

The contract price is composed of two parts, a demand charge and a
commodity charge. The demand chargeis equa to the cost of transportation on
the Westcoast system for ddlivery of the gasto the international border near
Sumas, Washington, and is the aggregate of the WEI firm service gathering,
treatment, processing and transportation demand charges as approved by
Canadian regulatory authorities. This charge is equivadent to the actua
monthly toll charges on WEI's system.

The commodity component of the price for the first contract year, by
agreement, is $1.25 per MMBtu for quantities purchased up to 3,000,000 MMBtu
and $1.05 per MMBtu for quantities purchased in excess of 3,000,000 MMBtu,
which is gpproximately equa to the minimum annua purchase obligation. The
commodity component is subject to renegotiation annudly in order to assure
that the price of the gas remains continuoudy responsive over the life of the
contract to the competitive prices of both dternative fuelsand U.S. gas
supplies available in Washington Natural's market area. The contract provides
that the commodity price will continue from year to year unless either party
objects Sixty days prior to the end of the contract year.



In support of its gpplication, Washington Naturd maintainsthet it is
purchasing the Poco gas supply primarily to supplement its system supply to
meset high priority firm requirements and that the pricing terms will
contribute to reducing its average cost of gas, the benefits of which will be
passed on to its customers. Washington Natural also asserts that it requiresa
subgtantia volume of new firm natural gas supplies, on along-term badis, to
replace the significant volumes of gas previoudy purchased from Northwes,
which declared itsdf an open-access pipeline in June 1988, and offered its
digtributor customers a one-time, unlimited opportunity to convert from saes
to firm transportation service. Washington Natural eected to convert
approximately one-hdf of its pipeine saesto transportation service.

A notice of this application was published in the Federd Register on
November 16, 1990, inviting protests, motions to intervene, notices of
intervention, and comments to be filed by December 17, 1990.1/ A motion to
intervene without substantive comment or request for additiona procedures was
filed by Northwest. This order grants intervention to this movant.

Il. Decison

The application filed by Washington Naturad has been evauated to
determine if the proposed import arrangement meets the public interest
requirements of section 3 of the NGA. Under section 3, imports must be
authorized unlessthere is afinding that they "will not be consstent with
the public interest.” 2/ This determination is guided by DOE's naturd gas
import policy guiddines.3/ Under these guidelines, the competitiveness of an
import in the markets served is the primary congderation for mesting the
public interest test. In the case of long-term arrangements such as this, need
for the gas supply and security of supply are a'so important considerations.

The DOE guiddines state that the competitiveness of an import
arrangement will be assessed by a consideration of the whole fabric of the
arrangement. They contemplate that the contract arrangements should be
sufficiently flexible to permit pricing and volume adjustments as required by
market conditions. Washington Natura's uncontested import proposd, as set
forth inits gpplication, is congstent with DOE poalicy guidedines. Washington
Naturd has entered into a fredly negotiated, long-term gas purchase agreement
under contract terms that will ensure that the price of the gas will remain
market-responsive and competitive with Washington Natural's other sources of
supply over the term of the contract.

Need for the naturd gasis viewed under DOE guidelines as afunction of
marketability and gasis presumed to be needed if it is competitive. We have



found that Washington Natural's proposed import is competitive and therefore
needed. Findly, natural gas has been imported from Canada for many years, and
there has been no ingance of amgor natura gas supply interruption that

would cal into question Canadas rdliability as anatura gas supplier to

this country.

After taking into congderation dl of the information in the record of
this proceeding, | find that granting Washington Natura authority to import
from Canada up to 15,000 MMBtu per day (14,434 Mcf/d) of naturd gason afirm
bass through October 31, 1999, is not incongstent with the public interest
and should be approved.4/

ORDER

For the reasons set forth above, pursuant to section 3 of the Natural
Gas Adt, it isordered that:

A. Washington Natural Gas Company (Washington Naturd) is authorized to
import from Canada up to 15,000 MMBtu per day (14,434 Mcf/d) of natura gason
afirm basis through October 31, 1999, in accordance with the provisons of a
gas purchase agreement with Poco Petroleums Ltd. (Poco) as described in the
gpplication and discussed in this Opinion and Order.

B. Washington Naturd shall notify the Office of Fuels Programs (OFP),
Foss| Energy, FE-50, Forrestal Building, 1000 Independence Avenue, SW.,
Washington, D.C. 20585, in writing of the date of initid deliveries of
natura gas imported under Ordering Paragraph A above within two weeks after
deliveries begin.

C. With respect to the imports authorized by this Order, Washington
Naturd shdl file with the Office of Fuds Programs, within 30 days following
each cdendar quarter, quarterly reports showing by month, the total volume of
naturd gasimportsin Mcf and the average purchase price per MMBtu at the
internationa border. The monthly price information shdl include a
demand/commodity charge breakdown on a monthly and per unit (MMBtu) basis.

D. The motion to intervene, as set forth in this Opinion and Order, is
hereby granted, provided that participation of the intervenor shdl be limited
to matters specificaly set forth in its motion to intervene and not herein
specificaly denied, and that the admisson of thisintervenor shal not be
construed as recognition that it might be aggrieved because of any order
issued in these proceedings.



Issued in Washington, D.C. December 31, 1990.
--Footnotes--

1/ 55 FR 47914, November 16, 1990.

2/ 15U.S.C. 717b.

3/ 49 FR 6684, February 22, 1984.

4/ Because the proposed importation of gas will use existing facilities,
the DOE has determined that granting this application is clearly not amgor
Federd action dgnificantly affecting the qudity of the human environment
within the meaning of the Nationa Environmenta Policy Act (42 U.S.C. 4321,
et s20.) and therefore an environmenta impact Satement or environmenta
assessment is not required. See 40 CFR Sec. 1508.4 and 54 FR 12474 (March 27,
1989).



